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1. EOLLOWING DECEMBER 23 MEETING BETWEEN TREASURY 
ASSISTANT SECRETARY PARSKY AND AMBASSADOR BOGDAN TO 
DISCUSS ISLAND CREEK MATTER, REPRESENTATIVES OF TREASURY, 
STATE AND COMMERCE HAVE REVIEWED STATUS OF THIS PROBLEM. 
AFTER CONSULTATIONS WITH IRS AND TREASURY'S TAX GENERAL 
COUNSEL ON STATUS OF COST COMPANIES AND POSSIBLE REVOCATION 
OF EXISTING REVENUE RULING WHICH PERMITS COST COMPANY 
STATUS, IT WAS DETERMINED THAT REVOCATION OF COST COMPANIES 
IS UNDER SERIOUS CONSIDERATION ALTHOUGH NO FINAL DECISION 
HAS BEEN REACHED. TREASURY IS ATTEMPTING TO ASSURE AN 
EARLY DECISION ON THIS ISSUE. IN VIEW OE EAIRNESS TO 
OTHER INTERESTED PARTIES, POSSIBILITY OF AN EARLY DECISION 
ON COST COMPANY STATUS, AND THE LIKELIHOOD OF ELIMINATION 
OF SUCH STATUS, WE DO NOT BELIEVE IT WOULD BE ADVISABLE 
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ISSUING ADVANCE OPINION ON COST COMPANY STATUS IN ISLAND 
CREEK CASE. 

2. ROMANIAN EMBASSY HAS BEEN ADVISED OF CURRENT STATUS 
AND HAS ALSO BEEN TOLD THAT IT IS NECESSARY TO OBTAIN US 
LEGAL COUNSEL WHO CAN ADVISE GOR OF TAX CONSEQUENCES OF 
ELIMINATION OF COST COMPANIES AND OF IMPLICATIONS OF RE- 
STRUCTURING OF JOINT VENTURE TO SOME OTHER CORPORATE OR 
NON-CORPORATE FORM. 

3. WE DO NOT BELIEVE THAT ELIMINATION OF COST COMPANY 
STATUS WOULD PRESENT ANY INSURMOUNTABLE BARRIER TO FOR- 
MATION OF THIS JOINT VENTURE, BUT ROMANIANS SHOULD 
CAREFULLY CONSIDER FINANCIAL AND LEGAL CONSEQUENCES OF 
ALTERNATE FORMS OF ORGANIZATION. KISSINGER 
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